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EDITOR S PREFACE 



of the war period with the exception of industry has been reduced 
to a well-ordered or inteUigible form comparable to this. 

In a companion volume, Miss Ashley and Miss Grier have told 
the story of the replacement of men by women and of the gradual 
reinstatement of men after the war. These two records should 
prove of inestimable value, not only to contemporary investigators, 
but to economists, bankers, and social workers for many generations 
to come. 

To Mr. Gibson, those who are responsible for this volume wish 
to render their deep sense of gratitude for the many months of 
patient toil that he has given to a labour of love. 



A. W. KIRKALDY. 



University Collbob, 
Nottingham. 
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restriction of increase of rent for small dwelling houses, and also 
the restriction of increase of interest upon mortgages of such houses 
(5 & 6 Geo. 5, c. 97). Then the calling-up of married men for the 
Army resulted in measures to relieve them, to a certain extent, 
of their contractual obligations. On the whole, credit in the year 
1915 had adapted itself to a state of war, and any alterations which 
manifested themselves later were necessary to meet the needs of 
the financial and military situations as they developed. In the 
following chapters the great changes that took place in currency, 
banking, and foreign exchange conditions during the course of 
the war and up to the time of going to press are reviewed at length. 
Separate chapters are also devoted to a review of War Finance, 
Price Movements, and the Growth of Inflation. An Armistice was 
made with Germany on 11th November, 1918, and Peace was 
signed on 28th June, 1919. 
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Annual Incrsasbs in thb Amount of Curkbncy Notbs and 
Currency Notb Cbrtificatbs Outstamdiko 



At 


cates Outstanding. 


Increase in Amount 


IncTMse. 


1915. 
August 4 

1916 
August 2 

1917. 
August 1 

1918. 
July 31 

1919. 
July 30 . . 

1920. 
August 4 


46.7&.640 
127.674.408 
168.541.536 
263,299.933 
338,787,087 
366.679.828 


£ 
46,729.640 

80.944.768 

40.867.128 

94.758.397 

75.487.154 

27,892,741 


173% 

82% 

56% 

29% 

8% 



An interesting feature about the issue of Currency Notes is that 
the amount of £1 notes outstanding has shown each year an increas- 
ing proportion as compared with the outstanding amount of IQs. 
notes. The amount outstanding of £1 notes increased 115 per 
cent, during the two years ending 30th July, 1919, but the amount 
of 10s. notes only 40 per cent. This disproportion of increases is 
obviously partly due to considerably increased wages and the 
great rise in commodity prices necessitating people carrying with 
them for their purchases an increasing prop<»tion of £\ notes. 
Another factor contributing to the disproportion will be the tendency 
of banks to keep their reserves in £1 notes rather than 10s. notes, 
after they have acquired a reasonable quantity of the latter for 
tiU purposes. During the year ending 4th August, 1920, there 
was an increase in the amount of £1 notes outstanding, but a 
reduction in the amount of 10s. notes. 

The increase in the amount of outstanding Currency Notes 
during the year ending 4th August, 1920, was only £28,812,741, or 
an increase of 9 per cent, on the amount of such notes outstanding 
on 30th July, 1919. The outstanding amount of Currency Note 
Certificates during the same year decreased £920,000. 

One reason for the increase in the outstanding amount of 
Currency Notes during the year ended 4th August, 1920, was the 
transfer of the major part of the remaining gold reserves of the 
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REVENUE, BORROWINGS, AND EXPENDITURE 
For Fiscal Year Ending 31st March (OOO's Omitted) 



Rsvmuo ... 
Net Bonowings . 


1914. 

i 
198,243 
3,355 


1915. 

i 
226,694 
406,796 


1916. 
1,164,515 


1917. 

57M28 
1,625,546 


1918. 

£ 
707,234 
1,983,581 


1919. 

889,020 
1,682,050 


1920. 

1,339,571 
322.771 


1921. 

1.42S.984 
236,851* 


Chanse in Ex- 
ohMloer balances^ 


201,598 
+ 4,105 


633,490 
+73,016 


1,501,282 
-57,876 


2,198,974 
+ 861 


2,690,815 
' 5,406 


2,571,070 
- 8,231 


1,662,342 
- 8»431 


1,189,133 
-6,295 


Total Expenditure 


197,493 


560,474 


1,559,158 


2,196,113 


2,696,221 


2,579,301 


1,665.773 


1,195,428 



Revenue ... 


100-38 
1-70 


40-45 21-60 26K)9 
72-58 74-69 73-95 


penditure. 

26-23 
73-57 


34-47 
65-21 


80-42 
19-38 


119-29 
19-81* 


quer Balances^. 


102*06 
+2-08 


113K» 
+ 18K)3 


96-29 
- 3-71 


lOOKM 
+ 004 


99-80 
-0-20 


-0-32 


99-80 
- 0-20 


99-48 
-0-52 


Total Ezpenditoxe 

■ 


lOOKX) 


lOOKX) 


lOOKX) 


100-00 


100-00 


lOOKX) 


100-00 


lOOKX) 



^ Subtract Increase +, add Decrease -. 
* Net Repayments. 
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After the close of the Conference, a brief report ^ was published 
of the proceedings at the various meetings, including details of the 
scheme for international credits proposed by M. ter Meulen. At 
a later date, in February, 1921, there was issued a final report,* 
consisting of five large volumes, containing a verbatim record of 
the debates at the various meetings, the large amount of statistical 
data laid before the Conference by the representatives of the 
various countries, and other matter. 

^ Report and Resolutions of the International Financial Conference, held 
at Brussels, 24th September-8th October, 1920. Published for the League 
of Nations by Hodder & Stoughton, limited, London. 

* Proceedings of the International Financial Conference, Brussels, 1920, 
in three volumes, with two supplementary volumes, published for tiie League 
of Nations by Harrison & Sons, Limited, London. 
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crediting of interest to accounts is conq>aratively a very small 
matter. The day-to-day system of borrowing, wbicli was eventually 
adopted by the Government, and which (ffoved very successful, 
was suggested by the writer in 1915 in letters to the Press and 
to the Treasury. 
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It is denrable to impfove the machhifay iar the promotioii and laBoe of 
commercial and industrial enterprises. We recommend for this purpo se — 

(a) Working arrangements between the banks and the large finanrial 
gproup comprising the investment trust companies, issuing houses, etc ; and 

(b) It will also furnish greater protection to the investor if the banks can 
undertake some responsibility for the band fides of undertak*ngs on behalf 
of which therv agree to accept subscriptions. (Pan. 99-42.) 

In paragraphs 43-47 we discuss the question of State aid to industry. 
We recommend — 

{a) The formation of a Committee to deal with cases of hardship arising 
out of contracts for munitions (par. 45) ; and 

(b) It would be of assistance to manufacturers and others if arrange- 
ments can be made by which a portion of the Excess Profits Duty can be 
retained for a period in the form of a loan. (Par. 47.) 
49. We desire to place upon record our deep sense of the obligation we are 
under to our Secretary, Mr. R. C. Smallwood, for his assistance in obtaining 
evidence and in the preparation of our Report. 

We have the honour to be. 
My Lords and Sir, 

Your obedient Servants, 

(Signed) R. V. Vassar-Smith {Chairman). 
John Bradbury. 
Alan £. L. Chorlton. 
Edward B. Fiblden. 
Algbrnon F. Firth. 
RoBBRT Fleming. 
Arthur C. D. Gairdnbr. 
F. C. Goodbnough. 
H. C. Hambro. 
Alexander Roger. 
John Sampson. 
A. W. Tait. 
R. C. Small WOOD (Secretary). 
2\st November, 1918. 



APPENDIX X 

FIRST INTERIM REPORT OF THE COMMITTEE ON CURRENCY 
AND FOREIGN EXCHANGES AFTER THE WAR 

TERMS OF APPOINTMENT 

The Lords Commissioners of His Majesty's Treasury and the Minister of 
Reconstruction have appointed a Committee to consider the various problems 
which will arise in connection with currency and the foreign exchanges 
during the period of reconstruction and report upon the stepts required to 
bring about the restoration of normal conditions in due course. 
The constitution of the Committee will be as follows — 

Lord Cunuffe, G.B.E.. Governor of the Bank of England, Chairvnan. 

Sir Charles Addis. Hong-Kong and Shanghai Banking Corporation. 

The Hon. Rupert Beckett, Eteckett and Company. 

Sir John Bradbury, K.C.B., Secretary to the Treasury. 

G. C. Cassels. Esq., Bank of Montreal. 

Gaspard Farrer, Esq., Baring and Company. 

The Hon. Herbert Gibbs. Antony Gibbs and Sons. 

VV. H. N. GoscHKN, Esq., Chairman of the Clearing Banker^' Committee. 
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though some improvement has since taken place. Other countries again, 
such as France and Germany, which were largely self-supporting, are unaUe 
at the present moment, owing to the devastation of the land, the destruction 
of buildings and machinery, or the lack of capital and fertilizers, to produce 
more than a fraction of what is required for their own needs, and have been 
increasingly driven to compete in the world market for the limited supplies 
now available. 

Again, in regard to coal, production in every country has been decreased, 
the approximate figures of output in metric tons for 1913 and 1919 respectively 
being as follows — 

1913. 1919. 

United Kingdom . . 292.000,000 234,000.000 

France (including Lorraine). 44,000.000 22,000.000 

Germany ^ (excluding Saar 
and Lorraine) . . 173.000,000 109,000.000 

United States of America . 517.000,000 495.000,000 

Although detailed statistics are not available, such information as we 
have goes to show that the output of factories and manufacturing industries 
throughout the world is below the standard which prevailed before the 
war, and far below the demands now made upon them. The net result of 
under-production arising from these various causes is an acute shortage of 
the essential supplies on which the economic life of Europe depends. 

This situation requires to be met with the same courage as was displayed 
on both sides during the war. The energy which was then thrown into the 
production of foodstuffs must be revived and redoubled in order to restore 
the situation. It must be made a point of honour with the tillers of the soil 
in every country to show that peace can extract from nature more than war. 
Europe must take measures to provide herself more largely with the food 
she requires in order that she may resume her full activities, and much can 
be effected if the necessary preparations arc made without delay. 

In regard to industry generally, each Government must take steps to 
impress on its people that the Umitation of production directly assists the 
upward movement of prices, and that it is by increasing production that 
they can best help to solve the problem. Every proposal which may assist 
in this direction deserves the closest attention. 

Governments must co-operate in the reconstruction of the common economic 
life of Europe, which is vitally inter-related, by facilitating the regular 
interchange of their products and by avoiding arbitrary obstruction of the 
natural flow of European trade. 

The Powers represented at the Conference re-af&rm their determination 
to collaborate with a view to the execution of these aims. 

4. Increase of Consumption. — Meanwhile, instead of restricting the standard 
of consumption in view of this shortage of supplies, there is a general tendency 
to make heavier and heavier demands for the limited quantities of goods 
that are available. The increase of consumption takes the form of an 
intensified demand for commodities of every description. The demand not 
only for foodstuffs, but for clothing, boots, and other manufactured articles, 
is in most countries far in excess of the supply, while luxuries of every kind 
command a readier sale than at almost any previous period. 

The general extravagance now observable throughout the world is a 
phenomenon which has almost invariably followed in the footsteps of every 
great human catastrophe. It is well known to those who have lived in a 
district which has suffered from earthquake, and the history of the great 
plagues of Europe amply illustrates it ; and the results have always been 
economically disastrous for the populations affected. It must be one of the 
first aims of each Government to take such measures as appear appropriate 

^ Exclusive of liRoite. 
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gradually pa«iiig. The dtiaens of every country axe onoe agun lesmning 
the normal occopatJopa of home hfe, and in their renewed labours the 
Conlexence sees a dear sign of renewed p rospe ri ty. 

12. Summary of Omdunans. — In view of the above cniwidefatiofw, the 
Supreme Cooncil, after a caredbl survey of this vitally urgent profalein in all 
its aMpects, agree upon the IcXUjfwuig recommendations with a view tothe 
amelioration of the present economic difficnltifgi of Europe — 

(1) It is of paramoont importance that peace conditions should be 
folly and completely restored at the earliest possible moment thxoo^^hont 
the world. In ord^ to achieve this object it is desiraUe — 

{a) That peace and normal economic rdations should be re-established 
as soon as possible thronghoat Eastern Europe ; 

{b) That armies should ever3rwhere be reduced to a peace looting, 
that armaments should be limited to the lowest possible figure com- 
patible with national security, and that the League of Nations should be 
mvited to consider, as soon as possible, proposals to this end; 

(c) That the States which have been created or enlarged as the result 
of the war should at once re-establish full and friendly co-operation, 
and arrange for the unrestricted interchange of commodities in order 
that the essential unity of European economic life may not be impaired 
by the erection of artificial economic barriers. 

(2) Not only the Government of each country, but all those engaged in 
the task of production in every land, should give immediate attention to 
the execution of all measures which will contribute to the full resumption 
of peaceful industry, to the encouragement of better output on the part 
of the workers in every country, to the improvement of machinery and 
means of transportation, and the removal of such disturbing factors as 
profiteering. 

(3) Each Government should at once consider means for urging upon its 
nationals in every rank of life the vital necessity of suppressing extrava- 
gance and reducing expenditure, so as to bridge the gap which must for 
some years exist between the demand for and the supply of essential 
commodities. 

(4) It is essential that early steps be taken to secure the deflation of 
credit and currency (a) by the reduction of recurrent Government expendi- 
ture within the limits of revenue, {b) by the imposition of such additional 
taxation as is necessary to secure this result, (c) by the funding of short- 
term obligations by means of loans subscribed out of the savings of the 
people, and {d) by the immediate limitation and gradual curtailment of 
the note circulation. 

(5) The provision of raw materials being essential to the restoration of 
industry, means should be found by which the countries which are in present 
conditions of international exchange unable to purchase in the world 
markets, and so arc unable to re-start their economic life, can obtain 
commercial credits. It will be possible to achieve this when the countries 
have made the reforms indicated in the foregoing paragraphs. 

(6) The Powers represented at the Conference recognize the necessity for 
continued co-operation between the Allies and for removing obstacles to 
the easy interchange of essential commodities. They will continue to 
consult together regarding the provision and distribution of necessary raw 
materials and foodstuffs with a view to the early restoration of normal 
conditions. 

(7) The Powers represented at the Conference have given careful attention 
to the special case of the devastated regions, and more particularly of 
Northern France. The restoration of these areas is of primary importance 
for the re-estabUshment of the economic equilibrium of Europe and the 
resumption of normal trade conditions. It is evident that the large sums 
required for this purpose cannot be provided out of current revenue, nor 
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can the work of restoration be postponed until the reparation due from 
Germany under the Treaty of Peace has been received. Under these 
circumstances the Powers represented at the Conference recognize that the 
capital sums required for this restoration may properly be raised by market 
loans in anticipation of the reparation payments provided by the Treaty, 
and that the restrictions which they desire to see placed on new borrowing 
do not apply to loans and credits raised for the purpose of meeting this 
abnormal capital expenditure. 

(8) The Powers represented at the Conference have taken under con- 
sideration Article 235 and cognate articles of the Treaty of Versailles, and 
the passages in the letter addressed on the 16th June, 1919, by the Supreme 
Council to the German Peace Delegates, which contemplates that Germany 
shall make proposals for fixing the total of the payments to be made by 
her by way of reparation, and that facilities may be given her to obtain 
necessary foodstuffs and raw materials in advance of payments being made 
by way of reparation. The Powers are agreed that it is desirable in the 
interest alike of Germany and of her creditors that the total to be paid 
by her for reparation should be fixed at an early date. They observe 
that under the Protocol to the Treaty a period of four months from the 
signature of the Treaty was provided during which Germany should have 
the right to make proposals of the kind referred to, and they are agreed 
that in the circumstances as they exist to-day such pericxl should be 
extended. 

2 Whitehall Gardens, S.W.I, 
8th March, 1920. 
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